Reserve Policy

For

XYZ Homeowners Association

Provided as a courtesy by Association Reserves, Inc.

Please customize as appropriate and review with appropriate legal and accounting professional counsel

It shall be the responsibility of the Board of Trustees of the XYZ Homeowners Association to determine the repair and replacement risk of the assets owned and maintained by the association. As required by our Governing Documents, it shall be the Board’s responsibility to create and maintain adequate reserves to provide for the orderly repair and replacement of the common areas so as to minimize the risk to the membership of special assessments, deferred maintenance, or unfunded losses.

In recognition of this responsibility, the Board commissioned a comprehensive (Full) Reserve Study which was completed on XX/YY/ZZ. The Reserve Study determined the Percent Funded of the existing reserve account (a measure of Reserve Fund strength, where 100% means our Reserve cash equals the amount of deterioration of the common area assets), established a schedule of anticipated repair and replacement projects, and recommended a Reserve contribution rate. 

It shall be the policy of the XYZ Homeowners Association to:

1. Maintain the Reserve Fund at or above ___% of the fully-funded balance. Should unforeseen circumstances result in a Reserve Fund balance falling below ___%, the Board of Trustees will bring the fund balance back to ___% within three years. The Board of Trustees feel that this level of Reserve funding reasonably protects the association members from the risk of special assessment and deferred maintenance. 

2. Contribute $_________ to the Reserve Fund for Fiscal _____. We expect that in future years, due to inflationary factors, the Reserve contributions may need to be adjusted higher. Future annual contributions to the fund will normally be the amount necessary to maintain funding at or above the above stated target Percent Funded. 

3. Authorize expenditures from Reserve Fund for:

a. Projects or purchases pre-approved in the annual budget;

b. Projects or purchases anticipated in the Reserve Study;

c. Repairs or replacements not exceeding $________ determined to be of an emergency nature by the Manager, with the concurrence of at least one Board of Trustee. The Board of Trustees shall be notified in writing in a timely manner when such expenditure is required.

d. Other expenditures approved by a majority of the Board of Trustees. Funds may be authorized for the repair or replacement of the items listed in the reserve study, but not for major enhancements or capital improvements. 

4. Maintain Reserve Funds in a general fund managed as indicated in Appendix 1, “Reserve Funds Investment Policy”.

5. Require on-site Reserve Study updates by independent, qualified Reserve Study professionals every three years, or more frequently when determined necessary by the Board of Trustees. Interim year updates will be accomplished in-house using available resources.

This policy will be reviewed annually by the Board of Trustees following the Annual Meeting and Election of Officers.

ADDITIONAL COMMENTS

· The Finance Committee does not recommend the use of category funds (splitting the fund between individual components).

· The Finance Committee does not intend to create a separate capital improvement fund at this time. It is felt that until the Board has presented the membership with, and received, an approved building improvement plan acceptable to members, it is unnecessary and unwise to create a separate capital find from the current reserve fund.
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